COntents
The CEO's role has rarely been so prominent. Post-financial crisis, chief executives are scrutinised and often vilified for perceived underperformance. Stakeholders are asking hard questions about how the head of a company justifies their (often sizeable) pay. Does the CEO truly make a difference to the business? How much can an individual's actions contribute to organisational success or its wider impact on society? And how many starry performers owe the bulk of their success to luck?
While even CEOs would acknowledge the importance of serendipity, there's still a widely held belief in the importance of the individual leader for sustained business success. This makes the selection of the CEO a critical task. What are the prerequisites of a strong CEO -and are the traits and skills we value in today's leaders sufficient for the challenges facing tomorrow's companies?
The findings of our research answer these questions in detail, and in doing so; they reveal a paradox at the heart of CEO selection. The majority of Fortune 500 CEOs have a background in finance, operations or marketing, with few senior executives, let alone CEOs, from HR. Yet the evolution of business practice points to an ever more urgent need for the skills most often learned in HR.
Good HR practice has long been a hallmark of the most successful businesses; productivity through people is as essential today as it was to when Tom Peters and Robert Waterman's "In Search of Excellence" was published.
Innovative employment policies are often cited as integral to profit-making at businesses as diverse as Google, Zappos. com and South West Airlines. Talent development is now regarded as central to the CEO role.
Yet despite this tacit recognition of HR's involvement in strategic, board-level activity, HR professionals remain underrepresented in the CEO role. Why? Perhaps it is a question of how HR is perceived outside of its own department (negatively, in many cases). Or is it simply that HR professionals lack the ambition to move beyond their core discipline? Is it a question of opportunity or choice or ability?
This research seeks to address that apparent paradox, questioning why despite growing recognition of the strategic role of HR in business performance, there remains almost negligible representation of CEOs from an HR background. In speaking to senior executives, global group HR directors and high-potential HR practitioners, the research reveals why HR professionals do not typically become CEOs, and why even those with the opportunity and the right experience appear to be inhibited in moving beyond HR.
Fundamentally, the research sheds light on the all-important debate about opportunity versus choice that will resonate beyond HR. Moving beyond the copious amounts of data that merely point to the underrepresentation of the HR professional in the CEO role, the report assists in uncovering hidden factors that may determine CEO selection. It explores the causal mechanisms in the transition from senior manager to CEO, shedding light on questions about perceptions, appetite and opportunity. Its findings offer aspiring leaders the means of improving their suitability for senior leadership roles, while also highlighting critical gaps in the selection process.
For aspiring leaders, this report presents a clear picture of how they can improve their suitability for leadership roles. For organisations, it demonstrates the potential talent they can develop by widening their horizons when looking for the next CEO.
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There is continued debate about the future of organisational leadership: what are the traits and types of leaders needed to run 21st century organisations, and where will they come from within industry?
According to Douglas J Matthews 1 , "leaders evolve from a wide variety of backgrounds, experience and job functions." Yet his research found that an overwhelming majority of corporate CEOs are likely to have come from operations, finance or sales.
More recent studies suggest little has changed: in April 2011, half of the FTSE-100 CEOs had financial backgrounds, up from 31% in 2008. Why do the same few business functions dominate? Is functional experience a determining factor in CEO development -and will these same disciplines continue to shape the careers of tomorrow's CEOs?
This research aims to answer both those questions by identifying the career experiences and attributes that aspiring CEOs need in order to lead. What is a typical CEO's route to the top? What challenges are today's leaders facing, and are future CEOs being prepared sufficiently to meet them?
The report focuses specifically on how these findings apply to HR. It looks at how the general profile of the HR director (HRD) matches the requirements for CEO, where they could do more to improve their chances of making it beyond HR -and where they might have an edge over fellow functional specialists.
While HRDs are the focus, the findings offer practical guidance for other directors with aspirations to the board, as well as to relevant stakeholders and organisations looking to develop their 'talent pipeline'.
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The findings are applicable to potential leaders from any background and to anyone with aspirations to become CEO. They will also be useful for those with responsibility for selecting and developing tomorrow's leaders.
We hope that the results of this research will encourage organisations to reconsider their selection criteria for future leaders and broaden the CEO selection pool.
intrOduCtiOn
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The role of HR has changed significantly over the past 15 years. It has evolved from being largely a support function to one that is integral to wider business strategy and success. While its status is equal to that of other business functions, it remains uncommon for HR to move into CEO roles.
There are signs of change, but these are not necessarily in favour of HR practitioners, according to Harvard Business Review 2 . It sought to identify the career background, experiences and attributes required to hold the position of CEO in today's organisations, and to answer the question: why don't more HR directors follow this route?
The research was conducted by Jo Sellwood-Taylor and Sharon Mullen via face-to-face, video and teleconference interviews with 134 chairmen, CEOs, additional nomination committee members, COOs and MDs from both HR and non-HR functional backgrounds, aspiring and incumbent global and group HR directors, academic leaders and headhunters*. A list of participants who gave authorisation to be named is shown in Appendix D.
In the second phase of the research interviewees ranked their responses in order of importance to a subset of the questions asked in phase one. They were also asked to identify the single distinguishing factor that makes a so-so CEO into a stellar one. Appendix B provides a full list of the questions for both phases of the research. 
CeO Career Paths
We asked respondents about the functional and sector backgrounds of their organisation's current and two previous chief executives.
• Those with a financial background are often the closest to the CEO, so they have regular exposure to the role. They understand the numbers -and perform a function few organisations can do without. The growth of capital markets over the past two decades has only served to increase the importance of financial expertise within business -it is the language of the board, and brings with it experience of dealing with stakeholders, investor relations, the stock markets and regulators.
Operational experience allows executives to take responsibility for the whole business, including its people, and provides an in-depth knowledge of the business and its market. Operational executives understand the commercial levers that influence the organisation and as a result, tend to develop practical tools needed as a CEO.
Those with sales or marketing backgrounds tend to be strong on customer care, market knowledge and commercial understanding. They are also naturally persuasive and good communicators.
But the diversity of other functions represented in the research also suggests there's more at issue than purely functional experience.
CEO selection may also be based on the business cycle: an organisation may be looking for demonstrable experience of turnarounds, fast growth or downsizing, so contenders need agility to lead through cyclical changes. In a climate of accelerated change, the selection process for the CEO may be increasingly influenced by new challenges. Four clear themes emerged about how the CEO role differs from five years ago. These involve changes to the nature of the role; shifts in the wider business environment; evolving standards for leadership; and a greater focus on specific external relationships (with, for example, shareholders).
Nearly half (45%) of all participants agreed that shifts in the business environment had generated the most change. This was followed by role (25%), external focus (21%) and creative people leadership changes (9%). CEOs today must be flexible and agile enough to seize opportunities in their markets, and need organisations that are primed to embrace innovation and creativity.
There is greater demand for versatility, with CEOs required to be equally adept at team-building and individual coaching as at setting strategy. Leaders are expected to spend more time on external issues and stakeholders, which adds weight to their abilities to develop internal teams and the organisation in general. People leadership, therefore, has become critical -today's CEOs are increasingly referred to as 'chief talent officers'.
• 
leadershiP ChallenGes
Asked whether the leadership challenges facing CEOs today were new, 55% of respondents said they were. The remainder said that today's 'stretch' results from the amplification of existing challenges.
Comparing the challenges identified by both groups, it became clear they were talking about the same things, whether they deemed them new or not. These are outlined in detail below.
today's leadership challenges
People Focus 
Personal health and wellbeing
• Both physically and mentally.
These challenges are changing the proportion of time CEOs spend on different activities and in the way they respond. Shorter CEO tenures also demand that they deal with them quickly.
Q4: What are the leadership challenges that today's CeOs need to meet?
There is a permeability of the organisation boundary. Responses from UK-centric organisations differed from those with operations beyond or outside of Britain.
UK-centric organisations appear to prioritise shorter-term performance challenges. There is a narrower view and an absence of organisational 'game changers' in this group.
Those with operations beyond or outside of the UK sought to balance short-term performance with longer-term, competitive and organisational sustainability.
They were more apt to emphasise: Complexity of the role 4
Understanding the business
Dealing with uncertainty

Dealing with uncertainty 9%
Customer focus 4 Dealing with uncertainty
M U L L W O O D P A R T N E R S H I P the top five leadership challenges
Which issues are most important to today's leaders? When asked, 43% of interviewees ranked the level of external focus the most pressing challenge.
The remainder of the top five challenges were people focus (13%), customer focus (11%), future vision and strategy creation (9%) and dealing with uncertainty (9%).
It is worth noting that the CEO group ranked people focus as their second most important challenge -one position higher than their HR colleagues. The majority of CEOs in the sample were from non-HR backgrounds, which may explain why people focus is more challenging. Or it may be that the weight of the challenge is felt more acutely at CEO level.
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CeO suCCess FaCtOrs
What are the skills, experience and behaviours essential for today's CEO? The interviews identified six core skills or areas of experience, which are listed below in order of relative importance to the CEO role.
• Of large diverse teams, ideally within multi-cultural and diverse geographical regions;
• To connect with people at all levels and set the tone and culture of the organisation;
• To engage an audience using a variety of methods and with regular communication;
• To attract and develop talent, succession planning.
Breadth OF exPerienCe
• Functional roles, sectors, organisations and geography, including working at board level;
• Can provide a broad strategic view;
• Ability to see the bigger picture, manage unpredictability, create stability.
external relatiOns
• Stakeholder management, managing senior relationships at investor level, experience of accountability;
• Recognition for making crucial, successful business decisions.
traCk reCOrd OF manaGinG ChanGe
• Can transform performance and/or culture.
in-dePth teChniCal knOWledGe OF market and seCtOr
• Demonstrable customer insight and understanding of the market;
• Ability to spot challenges and the opportunities.
detailed understandinG OF the Business
• All components, functions and relationships. Knowledge of dynamics of the business, how it operates, how to deliver the outputs/results required.
PeOPle leadershiP
People leadership (39%), breadth of experience (27%) and ability to handle external relations (16%) were deemed most important for today's CEOs. Notably, 43% of CEOs rate people leadership above all others in terms of importance.
There are also common personal traits and behaviours that CEOs need to demonstrate. Respondents identified 12, ranked below in order of importance. Twenty six percent of interviewees identified authentic behaviour as the most important behaviour in a CEO.
do CeOs need a degree?
From the changes experienced in the last five years alone we can see that the operating environment for CEOs is becoming more complex. Dealing effectively with this requires intellectual agility, discipline and a level of strategic thinking often associated with executive education.
Degree-level education is seen as a passport into an organisation and is particularly relevant at entrance level. In global organisations, a degree is a given and an MBA or Masters expected for senior leaders, particularly within the US and Asia. Without these qualifications, the ability to compete on a global stage is diminished.
Just under half of all respondents (45%) cite this as essential for CEOs. Strength of feeling varied, though: 50% of CEOs, 41% of group HRDs, 38% of HRDs and 62% of academics claim higher education is essential.
Those in favour say it offers aspiring CEOs a head-start or a fast-track to the role. In some sectors, it's considered essential. "You can see the difference between those who are educated and those that are not," according to one interviewee. Those without degrees may struggle to compete outside their organisation. Others agree:
"it shows applied intelligence, proof that they have grown and developed." "it's an exception if they don't have a formal qualification." "it lends rigour to strategic problemsolving, allows critical thinking and decision-making."
However, detractors claim it's "backward looking" at this level, when experience and proven skills are more important.
Perhaps what matters most is personal drive to improve and openness to continuous education in its many forms. The capacity to undertake personal development at a rate that is at least in keeping with the rate of change in the external environment is the challenge for today's CEO.
While a degree filter is a useful tool for identifying graduate potential, in the current economic climate, organisations will need broader approaches for identifying future leaders. In the UK, changes to university funding and the pressures of the current economic climate may influence if, and when, school leavers take a degree. More may delay university in favour of on-the-job training or a work-funded degree.
If organisations are to broaden the CEO selection pool, they must be aware of this, and help future leaders to develop the skills, experience and capabilities essential for the role. Taking the time to understand the career aspirations of talented people and making sensible choices about how further education and development costs can be shared for the mutual benefit of the individual and the organisation is a pragmatic investment in the future.
CEOs of the future need to be armed with every possible advantage. Integrating continuous professional learning and development with 'lattice and ladder' moves will provide individuals (and their employers) with valuable breadth and capability.
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What makes a CeO stand out?
A CEO is expected to develop a vision, strategy and financial goals for the business, but evidence suggests that strong people leadership is the differentiator.
Jonathan Chapman, Aviva plc's Audit Director, Planning, Resources & Risk, defines this as the ability to "take people with you on a journey".
"You can have the best strategy in the world," he says, "but if people don't want to follow you then you won't be successful. Ironically you are almost better having a mediocre strategy that is well implemented, than a brilliant strategy that is poorly implemented. Succeeding comes from getting people behind the direction [you've set]. That is about building your executive team around you to pull [the business] forward, and having that spirit and drive cascade down through the organisation."
Respondents identified the factors that differentiate successful CEOs, which have been grouped in order of importance under four broad headings:
1. People leadership and talent management 33% 2. Strategic thinking and direction-setting 25% 3. Self awareness and personal proficiency 20% 4. Enabling action and delivering results 17%
These four areas account for 95% of the responses. The remaining 5% claim success comes from luck: serendipity, timing and "the stars being aligned".
Broadening the CEO Selection Pool -Where Will Our Future Leaders Come From? 14
There is a healthy desire among HR practitioners to move beyond HR, yet currently few examples of practitioners moving into CEO roles.
This section explores the reported barriers to progression and the steps practitioners are taking to correct misconceptions about their capability and to prepare themselves for CEO roles.
hr: a viaBle COntender FOr the CeO rOle? Only 11% of those interviewed worked in organisations where an HR practitioner had progressed to CEO -a surprising finding, given the strong appetite for moving and the reasonable level of opportunity that had been offered.
Researchers asked HR respondents whether they wanted to move beyond the HR function into an MD or CEO role and whether they had ever been given the opportunity to make the move. 63% said they would make the move and 40% claimed they had been offered the opportunity to do so. Encouragingly, 73% of the next-generation HRDs want to move beyond HR. Of the 37% who did not want to move beyond HR, 62% had never wanted to do so.
Becoming the CEO/MD of a smaller business or setting up their own company is the preferred route for 24% of those who want to move beyond HR. 
Overcoming barriers
This still leaves questions about the specific barriers holding HR back. When asked to identify the biggest obstacles, it was negative perceptions of the HR function, along with selfimposed restrictions and the added complication of gender (women predominate in HR) that came up most frequently.
The research identified circa 30 people with HR backgrounds that had gone onto or were en route to the CEO role. Some of these individuals can be seen in Appendix C. Of these the majority -69% -were HR professionals, individuals who have an HR background or have spent the majority of their career in HR. The minority, 31% came from other functions but had done a stint in at least one HR role. All had experience of wider roles beyond HR of some description, with 73% staying in that wider role progressing to CEO or taking on a non-executive directorship and the minority returning to HR.
While a small sample it raises some question as to whether Groysberg, Kelly and MacDonald's findings reflect the growing recognition of HR's value as a stepping stone to the CEO role. 
most important leadership Challenges
essential CeO Capabilities
Skills/Experiences 
COnClusiOn
The current selection pool for CEOs remains limited, with 50% of CEOs coming from finance, operations and sales/ marketing functions.
Yet functional background is less important than proven experience as an MD, specific sector and multi-functional experience.
Recruiting CEOs with a strong sector background may confer confidence and mitigate risks. But how confident can we be that there will be sufficient numbers of business leaders produced by each sector to address fast changing organisational needs? As businesses broaden, their answers to Theodore Levitt's 4 seminal question, 'What business are we in?' may change -and, along with it, their criteria for selecting CEOs.
Stakeholders, including customers and employees, have higher expectations of CEOs and market conditions have become increasingly complex and unpredictable. Public scrutiny has increased, with corporate leaders expected to demonstrate strong personal and professional values and levels of external focus. CEOs today must be flexible and agile enough to seize opportunities and need organisations that are primed to embrace innovation and creativity.
Financial scandals have hastened a desire to cultivate 'servant leaders'; self-effacing CEOs intent on building teams, organisational capabilities and talent that will sustain the business beyond their tenure.
These challenges, while not necessarily new, have become amplified and have led to changes in the CEO role. Of the six core skills/experiences we identified as essential for chief executives, the most important are now people leadership, breadth of experience and ability to deal with external stakeholders.
A CEO is still expected to develop a vision, strategy and financial goals for the business, but it is strong people leadership and talent management that are the mark of the most successful. In a world where CEOs are required to spend more of their time on factors and stakeholders who are external to the organisation, their creative people leadership ability has to be superb. Being a leader that other leaders choose to follow, engaging people with the organisational challenges, and developing them so they can get the work done, is now the priority. So is encouraging innovation and building a resilient leadership team. Leadership today is a team sport, a social process that relies on the gifts of many individuals not just the one who happens to sit at the top.
Corporate scandals and economic constraints have put a premium on people skills, which are native to HR practitioners and areas where HR practitioners can distinguish themselves as CEOs.
The desire is there -over 60% of the commercial HR leaders we spoke to want to progress their career beyond HR -but as few as 11% actually realise their ambition.
The greatest obstacles -a perceived lack of ambition and confidence, negative perceptions of HR, or limited commercial understanding -are surmountable, as those who've made it demonstrate. They've also had the good fortune to work for organisations that look beyond function to seek out individual leaders' high potential. We'll need more of these in future.
We may be reaching a 'tipping point'. More than half of the HR leaders who want to move beyond HR are actively broadening their commercial responsibilities and experience. It is only a matter of time before these talented individuals have the opportunity to demonstrate the positive impact they can make on the wider organisation.
In doing so, they will change perceptions of the HR function. They will also have to overcome the challenges of balancing work and family, issues that may be exacerbated in a predominantly female function. They will experience the trade-offs any senior executive faces when looking to enhance their skills and experience -and some may decide it is just too difficult.
Organisations need to support talented individuals and help them with the trade-offs they need to make as they seek to realise their potential. More could be done to help people build skills, experience and leadership capability early in their careers.
Leaders with HR depth contribute essential strengths to today's CEO roles, setting people strategy, delivering the talent, leadership and organisational capabilities that enhance productivity and engagement. They do, however, need to share their career ambitions with others, build breadth beyond HR, demonstrate strategic thinking and demonstrate strong commercial acumen in order to be in the running for senior roles.
If they do this, at a time when people leadership and talent management is regarded as the single most important success factor for a CEO, HR will bring a magnificent cocktail of capabilities to the boardroom. Let's tap into this often overlooked talent source and access a broader CEO selection pool.
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For aspiring CeOs
Interviewees offer their advice to aspiring CEOs on how to prepare incrementally for the CEO role:
1. Express interest in becoming an MD/CEO. Don't assume others know of your ambitions. 2. Study for a degree/masters qualification. 3. Build up breadth of experience outside of your home function as early as possible through lattice and ladder moves. 4. Decide which sector you want to work in and build depth.
Work in other sectors to gain exposure to different ways of thinking and doing things. 5. Demonstrate strong business understanding and commercial acumen. 6. Work with a leadership coach to build people leadership and talent management capabilities. 7. Develop your capacity for thinking and working strategically. 8. Understand the organisation's internal and external stakeholders and talk directly with them about their needs. 9. Self assess against these findings -determine your individual strengths and areas for development. 10. Do a stint in strategic HR and organisational development.
What advice would those currently making the journey offer to others?
Respondents offered plenty of advice on how aspiring CEOs can prepare for the role. Many suggest starting early, with a goal and a clear plan. Equally, others counsel flexibility. Staying challenged and self-motivated is clearly important.
Build up different experiences to gain breadth and distinguish yourself -be able bring something new to the business. Gain practical experience -go and run something, learn about the business, take on a non-executive role and ensure you gain P&L knowledge along the way.
Polish up your legal skills, volunteer for advisory consulting roles, and consider the possibility you may have to take a backwards or sideways step to acquire broader experience. A COO role can be a good interim step, according to one respondent.
Move to get opportunities if necessary: advice includes both 'get out of HR' and 'a period in HR is a real benefit'. The point is: roles in other functions and international experience are all invaluable preparation for the CEO role.
Other advice includes getting a mentor, with some arguing for experience and others for a master's degree. Spending time with people in different functions, while also building up your own team, are both advised.
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